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15 APR 1976

ALHORANEUNM FOR:  Deputy Dirsctor for Intellipgence
Leputy Director for Hpevations
Beputy Directer for Sciemce 2nd Techuslegy

FROM i John ¥, Elake
: Deputy bBirecroer for Administration
SUBJECT i Cemmunications Detwsen Apency Personnel and

Contracier Fersonnel legarding Agency Lontracts -
Lontract Overruns

i. In December of 1972, Attachument 2 nerete, which
Tecapitulated Agency policy concerning costractusl and
technical mapagenent of Agency contracts, was distributed to
sath of the Ueputy Directers. attachment & placed a re-
quirement on our contracting officers to include in sach
contract a clause which delinsated the authority of Apency
epployess,

2. A recent survey of Agency contractors has revealed
cencern on the part of oer contractors regarding communications
between Agency techmical personnel and contractor technical
personinel. Centractor ecosncern is that Agency techoical efficers
may be tasking contractor persenncl for zervices in excess of
contract requirements. Such actien is 3 probiem for the cop-
tracter as It increases costs, reduces the pareentage of prefir,
and nay, dependiug on the nagnitude of the tasking, force the
contractor to request additional cost andfor fee dollars. it
iz no less a problem For the Agency as it may result in overruns
- or changes in scops which place unplanned Jewands on the Agency
budget, A further problem which has surfaced in several recent
cases is that unilaterzl techmicsl direction to contractors maYy
jevpardize the Government resedy of defaulting the contractor
tor fallure to wmsks progress or sonpericransnce.

5, Also & problem In our contractinp arenaz in FY 1978
has been #n Increase in the Crequency and ragnitude of cost
overruns. The reasons for these overrun prebless have run
the geaut from unexpected technicsl difficulty and lecreased
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SUBJECT: Communicatiens between Agency Personnel and Contracior
Personnel Regarding Agency Comtructs - fontract
Overruns

indirect rates to admitted mismanagsment on the part of the
contractors, Iu several of the overrun ¢ases presented to
the Contract Review Board, it has been evidant that neither
the coatractor nor ouy own contracting teams {(contracting
and technical personnel) projected the overrun on a sufficiently
timely basis for plannisg purposes., Undoubtedly, the deuble~
digit inflation which has been with us for so long has
exacerbated our preblem; but this certaiuly is not the whole
problen, and, unquestiocnably, there are many other factors
contributing to our overrun preblems. ¥hile no in-depth
study has been performed which would zllew us to isclate
specific significant causes for overruns, it appears that
sone of cur contractors may have bid in at prices which,

upsn close examination, were iupessible to achieve., Such

low bids wmay appear to result in cost savings initially

a5 no fee 1s peld on overrun dollars; however, they play havoce
with the Agency budget systen. On our £5D contracts, eoxcept
in unusual cases, the overrun must be paid osut of current
year funds to the detriment of currvent programs. On proprams
other than REEL, depending on the circumstances, funding may
be used from prior year funds. and this again is a probles
since prior yesr funds smay not be available in the future.

4. In sumpary, I have attempted te handle twe somewhat
difficult subjects in thisz memorvandws, The preblems include:
(a2) improper written communications between Agency and Con-
tractor technical officers which are of concern to our con-
tractors and which are weakening the Agency's legal position
for remedial action, asad (b) inereasing frequency and magnituds
for overruns. While specific causes and solutions are net
rasily defined, the following actions are requested:

&, Redistribute te your Office directors, for
further dissemination to their personnel, Attachment &,
Statemant of Policy.

b. Hequire that gll written communications to
Agency contractors go out over the signature of the
cognizant contracting eofficer when such correspondence
in any way affects the contract performance.

¥
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SUBJECT:

Comsunications Betwsen Agency Personnel and Contrectoer

Parsonnsl HRegarding Agency Contracts - Contraet

Dverruns

L oA

Institute new procedures or reasmshasize sxisting

procedurss to eliminate the practice of buying in en

COst-type centracis, and

d.

Review coatract monitoring rrocedures including

systess for ensuring the receipt and review of contracter

¢o3t and progress reporis.

Ates
CORCURRENCE

o
Yot I fams "

Distribution:
1 - Ba. Addresses
1 - Cenmpt.
2 - DD/A
1'- OL Official

Originating Office:

icdael J. Malanick
Director of Logistics

/s/John F. Blake
Jahw ¥, Biake

- 14 APR 1976
Date
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e Deputy Director for Plaus _
A | Deputy Directer for Science and Technology
N S - o ~ Deputy Director for Support .

.,.~.' ~SU3]ECT Statement of Policy and Related Matters Concerning °

: :
i. R » . Contractual and Technical Management of Agency
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1. The National Security Act of 1947 and the Central Intelligence Agency Act of
=7+ . X949 cenfer important and unique special authorities on the Direcror and the Agency.
e+ ‘They have provided the Agency the security and flexibility with which to carry out its
;. mission. Inherent in this authority is the equivalent responsibility that the Agency con-
S.‘ . " duct its affairs in a manner b&vond reproach., This is of particular importance in the
-7, ~- management of the contracts the Agency executes to carry out many of its functions,

“ni s Teonsider it very important that all concerned with this function be clear as to their
{ . ¥esponsibilities, e e A e e e el R L L '

“ -

=7 7. 2. Attached are three statements which should be brought to the attention of those
# 7  personnel involved in execution and management of the Agency contractual prozesses.
. . Attachinent 1 is a statement of policy desigued to strengthen the role of the Agency con-
G- I gracting officer and clarify or reinforce the definition of contractual responsibilities.

!f i Attachment 2 is designed with the purpose of impx’:ovin,g'_ the interface between Agency
e  genior managers and senior managers of contractors to effect more positive communi~
... . cations. Attachment 3 deals with the establishment of a clear line of technical direction

" %0 contractors where two or more Directorates or offices are involved in the procure=~

1o, ment matter, :

s S T leWLECalby
- | "W. E. Colby
e g oLl BXecutive Director-Comptroller

-«
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Statement of Policy on the Position of
Contracting Officers in the Central Intelligence Agency

25X1A
REFERENCES: (a) Headquarters Regulatior

(h) Headquarters Handbhook

(c) Project Officers Manual

1. The National Security Act of 1947 and the CIA Act of 1949 confer certain very
important special authorities on the Director and the Agency. These give the Agency
the security and flexibility which are essential to carry out its mission. They imply,
however, an equivalent special responsibility that the Agency conduct its affairs in a
- manner beyond reproach, in the classic phrase "above suspicion, " of impropriety or
incompetence. This is of particular importance in the management of the contracts
the Agency executes 10 carry out many of its functions, Since the Agency has arranged
that the contracting function has heen decentralized to operating Directorates, it is
impoxtant that all concerned be clear as to their specific responsibilities to assist the
Director to implement the special responsibility and authority conferred on him.

2. The referent publications arc specific in delineating the authority of Agency
contracting officers, delegated from either the Director of Central Intelligence or the
Director of Logistics. To insure that these contracting officers are fully able to
exercise the Agency's responsibility, as well as its authority, I ask that each Deputy
Director take the necessary steps to insure that the referent contracting procedures,
designed to protect the integrity and business interests of this Agency, are fully enforced.
1 specifically request that each Deputy Director insure that the internal procedures of
his Directorate are structured to bring contracting officers into the pre-procurement
planning cycle at the earliest possible point in time and in any event before proposals
are solicited or unsolicited proposals are acted upon. Contracting officers must be
afforded every opportunity to participate in and review proposed procurement plans
and to maintain an intimate knowledge of the procurement until it is completed.

3. While the formal responsibility and authority of contracting officers are -
clearly stated in referent publications, confusion sometimes exists as to the role of
other Agency personnel participating in a project involving contracts. To clarify this

iy aeow
| NG ASSIIED .
Approved For Release 2001/07/30 :ngmgﬁqﬁémoozooosoms-

. E; !



-

) “./"'.. -; - < . I@gagé%g ﬁ(ﬁ@g?“igﬁ . -
AP C . . A _!"_: ';‘é l%'\" g!
Approved For Release 2001/07/30 : C -’IQDP‘TQ‘-W 200050038-3
Statement of Policy on the Position of C ontracting Officers in the Central
Intelligence Agency '

-matter for all persennel, 1 have outlined Lelow a series of points which I would ask you
to bring to the attention of your personnel, particularly your program directors and =
technical officers who are or may be involved in the procurement of research, develop-
ment, services and/or production. These will also be included in appropriate training
and briefing materials for all concerned personnel: -

a. Agency contracting officers have the final responsibility for exccuting
contractual documents. Inherent in this respousibility is the protection of the
interests of the Government and the reputation of the, Agency for integrity and
fair dealings in all contractual and precontractual relations with contracters and
their representatives. Additionally, Agency contracting officers are responsible
for insuring that all contractual documents are in-compliance with applicable
laws and regulations, seeking legal advice from the General Counsel as appro-
priate, ' ' C ’

b. All employees of this Agency are agents of the U. S. Government who
can only act within the scope of authority conferred on them before the Govern-
ment can be held contractually liable as a result. The Agency's rules provide
that no employee of this Agency may initiate a course of action, including a
change to an existing contract, with any individual, company, or institution
which commits the Agency to pay for any service, equipment, materiel, study
or anything of value without express delegation of such authority. Thus, no
employee of this Agency may commit or promise to commit the Agency in any
manner or make representations which might be construed as binding upon the
Government in a contractual matter without delegated contracting authority.

¢. Unauthorized acts of Agency employees with respect to contracts may
result in claiius from contractors for unplanned expenditures of Government
funds, litigation with private concerns, delays in operationally related procure-
ments, and unfavorable exposure to both the genecral public and the Congress of
the United States. Such unauthorized acts of employces cannot be tolerated.

d. All employees participating in any way in contract relationships will
insure that all matters affecting the scope, finances, performance, term or
any other aspect of the contract are made known to the contracting officer for
appropriate action with respect to the contract, '

el sssEn
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Insure Interfacc at Appropriate Level Between
Contractor/Agency Technical Management

1. Thereis a'clear need to establish a basis for positive communications between
senior Agency technical managers and senior managers of those contractors who are perx-
forming work under Agency contracts.

2. To satisfy this need, Agency managers are encouraged to visit and become
familiar with the capabilities and goals of contractors who are performing work on con-

- tracts under their cognizance. This interface will also permit contractor and Agency

management to periodically exchange views on significant problem areas. It is the
responsibility of senior Agency technical managers to be aware of problems encountered
on contracts which are under their supervision,

3. Upon the award of a contract, contractor management should be provided with
a channel to Agency management and encouraged to solicit its views in appropriate
cases. This policy should not impair the authority of the contracting officer or the pro-
ject officer who is charged with the immediate supervision of a contract. Its purpose is
to insure that senior Agency and contractor managers have an opportunity to maintain
overall management visibility. ‘

4, It is obvious that such interface need only apply to major contracts or to con-
fracts supporting critical requirements of an operational or sensitive nature. Deputy
Directors should establish within their Directorates the.levels of interface which they
consider sufficient to accomplish the purpose, keeping in mind the clear need for
responsible channels of communication with senior contractor management.

UNCLASSIFIED
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Technical Management of Contracts Involving
Two or More Directorates

1. When contractors are faced with situations which require them to take tech-
rical divection from several Agency technical monitors, the potential for confusion,
for delay, and for unanticipated claims against the Agency is very great. The Agency
image also suffers under these circumstances since contractors will certainly sense
the absence of firm organizational and management controb over Agency personnel.

2. Deputy Tirectors should issue appropriate instructions within their .
Directorates requiring the development of an organizational plan with the initiation of
cach contract involving two or more offices or Directorates. Such plans should define
the responsibility of each Agency component with regard to the management of the
technical undertaking and should identify that technical officer (or officers) responsible
for providing technical direction to the contractor.

3. The Office of Logistics will add new clauses to future Agency contracts
cautioning the contractor against accepting technical changes or direction on Agenc y
contracts from persons other than those who have been specifically identified as A gency
officers authorized to provide technical dlI‘CCtl()n to the contractor. .
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AUTTIONSTY OF SPORSOR'S ERPLOYEED

67 dtd 10 Jan 19735,

ROTFERENCE: I'rocuranent Rotc
snd Retated Matters

Statement OF
Councorning Contraeival and Techuical
Managorent of Agency Contractis

L

1. In order to clarify the contractual authority of Agency
employecs, the following new clausc shall be included, except as
noted in paragraph 2, in all Agency contracts effective 15 May
1973 :

Authority of Spensor's 'mployecs

The Contracting Officer is the only employec of the
Sponsor authorized to entew into contracts, amendments,
or to divect changes pursuant 1o the "Changes' clrouse
or othcr clousces Porevndery permitiing ceuitable adjusc-
ments affecting the contract price. Conseauently, the
Contractine Officer is the only employec of the Sponsor
who is authorized to commii Govermicnt funds pertaining
to the exccution of this contract. Unless otherwise
specified herein, no other employee of the Sponsor has
the authority to initiate a course of action affecting
the price of this contract. thould any action by an
employce of the Sponsor other than the Contracting Officer
imnly a commitment on the part of the Covermacent which

amust notify the Contracilioyg Officer and reccive his
approval prior to procecding. Otheruise, the Contractor

would sifect the price of uhis corntiact, the Contraclor
{

%

procecds at hils owih TI6I,

ot
—~

2. is noi intended that this clause be inserted in pur-
chase ordesrs for comsercial producis ol ther contractusl wocuments
where there is no possibility of dircction being provided to o
Contractor by cwployces of the Agency other than the Contracting
Officer.

STATINTL

r John T, Blake
“Pirector of loglstics
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